
station ratings will reduce the average aggregate ratings of all independent stations

per market

In the longer run, the reduced average station ratings will have a negative

impact upon the number of independents. As these independent stations disappear,
the aggregate ratings of all independents will diminish.

While we know that the historical impacts of PfAR will be reversed with its

repeal, we do not know the size of these reversed impacts. The analysis of the

summary statistics does not incorporate the changes in the structure of the industry

that occurred over the 1966-1993 period. These changes have modified the current

impacts of PTAR and will modify the future impacts of its repeal.

Econometric analysis is required to incorporate these other factors, in order to

more precisely estimate the impacts of PfARfs repeal. We now tum to that analysis.

ID. ECONOMETRIC ANALYSIS

A. OVERVIEW

The comparison of means presented in the previous section attributes

observed changes in the performance of independent stations 1deJ¥ to the

enactment of PTAR Econometric analysis allows us to identify and measure the

effects of PTAR while correcting for other factors that may have affected station

performance. This correction is required in order to estimate the net impact of PTAR

and to accurately predict the future impacts of the repeal of PfAR

A more refined hypothesis is that PTAR influenced the performance of

independent stations in the largest 30 markets, everything else being equal We can

test this hypothesis with the following regression model:

Equation (D.l) Pmt = F()\, Zmt PTAR Dummylilt' 171) +emt
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where Pmt is a measure of independent station perfonnance in market m and time

period t; emt is a measure of remaining residual error; and all other variables are

defined below.

We denote the independent station performance measures introduced in

Section n as follows. The number of independent stations in market m in year t is

denoted Nin<J.. The ratings of the average station in market m and year t is denoted

as AVRATST~. This average is defined over all independent stations in market m

and year t for all weekdays in November of year t AVRA'ISTA.m is estimated for

the access period and all three programming periods. Finally, the aggregate ratings

of all independent stations in market m and year t is denoted AVSUMRATmtf which

is also estimated for the access period and all three programming periods.

In regression Equation (Cl), the impact of PTAR is summarized by two

variables: a binary variable, PTAR DummYmtf and a variable measuring the time

since the enactment of PTAR, 171. PTAR Dummyml is set equal to 1 for those markets

(m) and years (t) in which PfAR was in effect and set equal to 0 otherwise.s The

impacts of PfAR over time are described by a time trend variable (171) that runs

from the enactment of PTAR through the end of the period of analysis, 1993.

Regression Equation (D.1) also includes and corrects fur important variables

9k than PfAR for time period t and market m. We denote the variables that

change over time as ~ which includes population, income and tastes. We denote

the variables that vary oyer markets as z.n, which summarizes differences over

regions in population, income and taste.

The SPeCific variables included as ~ and~ are the following. The variable

names are presented in brackets:

• TV Households [TVHH) in the ADI

• Percentage of 1VHH in the ADI with Cable [%CAB)

S The variables are defined more canpletely in Section V. Much of the data used here are Arbitron
market data delineated by Area of Dominant Influence, ADI.
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• Percentage of 1VHH in the ADI with UHF reception [%UHF]

• Average real per capita income [PCI] in AD!

• The number of independent stations in the market [Nind]

Given the oorrection for these other factors 0\ and ZJ, the regression
estimates for PfAR DummyIIIl and 171 in Equation (1) will measure the net effect of

PrAR If the implementation of PfAR had a statistically significant effect upon the

perfonnance variable Pmt' then the estimated regression ooefficient for PrAR

Dummymt will be positive and statistically significant. The size of the estimated

coefficient will indicate the average size of the effect of PTAR on the performance

variable in these markets, eveQ1hing else being equal. If the effect of PfAR on the

perfonnanc:e variable Pmt varied oyer time then the estimated regression coefficient

for 171 will be statistically significant, and the size of the estimated coefficient will

measure this variation over time, everyt:hing else being equal.

B. ECONOMBTlUC SPECIFICATIONS AND REGRESSION REsuLTS

In this section, we report results for two sets of models6
:

• Models explaining the growth in the number of independent stations per market;

and

• . Models explaining the per market ratings of an average independent station.

The econometric results are summarized in Tables D.3 and D.4. Each Table first

presents the general regression equation to be estimated.. The estimated results are

then presented for several alternative model fonnulations.

We now discuss each set of results in tum.

Models explaining the growth in the number of independent stations per market

6 We also specified and estimated models explaining the aggregate ratings per market (AVSUMRAT)
ofall independent stations. These models merely summarize the two models reported in the text and
we do not report those results here.
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1

In our sample, the number of independent stations per market varies from

one to seven for different alternative markets and alternative years. Some smaller

markets support only one independent station over all sample years, 1966-1993.

Other markets such as OUcago, had three independent stations in 1966 and that

number grew to seven in 1993.

In general, we expect that the number of independent stations in a given

market (Nind) will be positively affected by the size and wealth of the market,

which we measure by the number of 1V households (TVHH) and real per capita

income (PO). We also expect that the penetration of UHF reception in the viewing

area (%UHF) will have a positive effect upon Nind. We had expected that cable

Penetration directly affected the number of independent stations.7 However, because

our data,base excludes most of the years (1980 through1990) over which this effect

occurred, we could not estimate the effect. If PfAR had an immediate effect upon

the number of independent stations, the variable PfAR DummYml would be

statistically significant If PfAR had a longer run impact upon the number of

stations, we expect that the trend since the passage of PTAR, T71, will be statistically

significant

The equations reported in Table 0.3 present only those independent

variables that proved statistically significant in explaining the number of

independent stations per market8 In the logit regression', we find that the number

of 1Vhouseholds, and the percent of household receiving UHF signals had positive

effects upon the number of independent stations, Nind. In the linear regression, we

find that income, the number of 1V households and the percent of household

receiving UHF signals had positive effects upon the number of independent stations.

1 Specifically, we expected the cable effect to be nonlinear - an initial positive antenna effect and
subsequent negative competitive effect.
S All results are generalized least squares. See Appendix C.
9 'The logit regression relates a measure ofproportional growth in the numberof independent stations
to the independent variables. Speci6ca1ly, if the total munber of independent stations in market m at
the end of the period of analysis is Nindll,1_ then the proportion of t:hi; total in place in year t is
Pnind.".. =Nind",/Nind...-. The logit regression explains the proportional growth of independent
stations by expressing the dependent regression variable as the ratio of the proportion of stations in
the market in year t (Pnind,J relative to the proportion of stations remaining to enter the market (1
Pnind..J. This form of the dependent variable is developed more completely in Section V.
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The linear regression corroborates these conclusions. Specifically, having

corrected for the impacts of income, 1VHH and UHF penetration, we find that the

Having corrected for these effects, the logit regression indicates that there

was no short-run impact from the enactment of PTAR In the longer run (after

approximately 5 years), PTAR does induce a measurable increase in the number of

stations. 1VIDi and %UHF have positive effects upon the growth in the number of

stations. However, the logit formulation indicates that these positive effects diminish

as markets become larger and exhibit greater UHF penetration.

Page 47

0.00319

(246)

N=355

-D.l00
-(-3.25)

1.024

(5.00)

F =573.4

5.00"'10.1

(1268)

Estimated Regression Coefficients

1.22"'1£r

(3.42)

TableD.3
Analysis Of The Number Of Independent Stations Per Marlcet

Nind = F(PCI, TVHH, %UHF, 171, 1712
)

Equation Estimated

PTAR Economic Analysis

Linear

Form

ofF Intercept PO TVHH %UHP 171 mz

Logit -1.6055 3.42"'10-1 1.401 -D.065 0.0064

(-5.56) (9.80) (3.54) (-1.89) (3.41)

R2 = .38 F=4O.02 N=271



Notes:

1. t statistics for~ coefficient = 0 in parentheses.
2. In the logit fonn of F, the dependent variables is the log odds ratio, Log

[Pnind./(I-PnindaJ], where Pnind..t is the percent of independent station in

market m and year t, defined as Pnindsnt = Nind./Nind"'l~.

3. In the linear fonn of F, the dependent variable is the number of independent

stations in market m and year t (Nindsnt).

4. More detailed econometric discussion is provided in Section V.

long-run effect of PTAR is positive and occurs approximately 15 to 18 years after

implementation.

These results indicate that PI'AR had a positive and statistically significant

impact upon the growth of the number of independent stations. This impact was

long run. It revealed itself somewhere between 5 and 15 years from its enactment.

This interpretation reflects both an assessment of the completeness of our

underlying data base and an understanding of the nature of entry during the post

PTAR perioo. Based upon the summary statistics presented in Section IT, it is clear

that much of the entry occurred in the years 1980 through 1986, years for which we

have no data. This timing accords with economic theory, which suggests that the

impact of improved ratings and station profitability over 1971 through 1976 would

induce entry between 1977 and 1987. However, because we have no data for the

perioo during which the entry did indeed occur, the econometric estimates of the

time pattern of impact are fairly broad (i.e., 5 to 15 years).10

Models explaining the per market ratings of an average independent station

10 The fact that the average number of stations per market varied somewhat around. 2 over 1971-1976
accounts for the negative regression coefficient for 171, in spite of the fact that the average number of
stations was not statistically different year to year.
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We found in Section n that average station ratings increased immediately,

substantially and in a statistically significant fashion with the enacbnent of PrAR

This increase continued into Period 3. However, the increase did diminish from

Period 2.

These findings argue for testing the following regression hypotheses:

• The implementation of PfAR had an immediate and positive effect upon

independent station performance.

• The positive impact of PTAR upon station performance varied over time and

may have diminished over time.

Furthennore, since regression analysis allows us to include other factors

determining station performance, we will be able to test the following additional

hypotheses:

• The availability and penetration of cable into the market had a negative effect
upon the performance of independent stations.

• The number of independent stations competing in a given market diminished

the performance of the average independent station in that market

• The positive effect of PTAR upon station performance varied with market size,

where market size is measured by both the number of 1V households in the

market and the real per capita income of the viewers in the market.

• Specifically, we hypothesize that the effect of PTAR was relatively less in the

largest markets because such markets could more easily support an average

independent station. However, we also hypothesize that PTAR was and

continues to be very important all but the largest markets.

• The positive effect of PTAR per station varies with the total number independent

stations in the market. PfAR has been and will continue to be relatively more

important in markets with fewer independent stations because its effects are less

diffused.

We will test these hypotheses with the following regression equation, which

is a version of Equation (D.l):
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where the perfonnance measure Plilt is the average station rating AVRAlST~ and
the other variables are defined above (and in Section V).

Having corrected for the size and wealth of the market, in addition to the

presence of competition, the estimated coefficient of PTAR Dummymt will measure

the average per-station effect of PTAR over the entire post-PIAR period.

Page SO

F(PQ If'T'\n.:n:-I%CAB Nind J!I'ARmt L" L LL~ rtI! rtI!AVRATST~ =

II These three variables allow for the effect to move cyclically over time.

Equation (0.2)

DummYJllll
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However, we have hypothesized that this average effect varied over time and

over markets. To capture the differential effect of PIAR over time, I introduce the

variables 171,1712 and 1713 which allow for the PTAR effect to vary non-linearly.l1

To capture the differential effect of PIAR over markets, I introduce the variables

PIAR Dummymt*~*TVHHmt and PTAR Dummylilt*Nindmt• H the effect of PTAR

varied with the size of the market, the estimated coefficient of PTAR

Dummymt*PCI...t"'IVHH...t will be statistically significant If the effect of PIAR varied

with the amount of competition caused by other independent stations, the estimated

coefficient of PTAR Dummylilt*Nindmt will be statistically significant.

Some comments regarding the independent variables are useful. First of all, I

use Pamt*TVHHmt as my measure of market size. It is defined to be the product of

real Per capita income and the number of lV households in market m in year t This

product provides an overall measure of the size and wealth of the market. %CABmt

and Nindmt have been defined above and measure the comPetitive effect upon a

given independent station of cable lV and other independent stations.



1

We estimate Equation (D.2) using data over the entire sample period, 1966

1993. The results are presented in Table D.4. While I tested the complete

regression, only those estimated coefficients that were statistically significant are

reported.12 Results from the linear model are reported.13

The first equation in Table D.4 models the effect of PrAR on ratings during

all three programming periods. In that equation, the roefficient of the PrAR Dummy
is 0.0152, which indicates that the first-order effect of PrAR was to increase ratings

1.52 ratings points each and every year of the post-PfAR period.

Furthermore, PrAR had positive second-order effects, indicating that PrAR's

positive effect increased over time.14 Notice that this conclusion elaborates upon and

is distinct from the conclusion flowing from the comparison of means in Section H.

In Section H, we found that the positive effect of PTAR diminished over time into

Period 3. Because the regression analysis allows us to correct for all other factors not

included in the comparison of means, we now find that the positive effect of PrAR

continued and increased throughout Periods 2 and 3, everything else being equal.

Whatever diminution was observed in Section H was due to factors other than

PTAR The regression analysis indicates that PTAR worked to overcome those other

factors.

The regression analysis also indicates that the positive effect of PTAR over

time was counteracted by a decline induced by the increase in the size and wealth of

the markets.is This latter effect indicates that as markets get larger and more wealthy

generally, the average independent station relies less upon PTAR for its ratings.

This means that the positive effect of PTAR is diminished, but not necessarily

eliminated, in larger markets. Indeed, as developed more fully below, the positive

effects of PTAR were felt in all but the largest market, New York City.

12 These final regression estimates were developed using standard statistical tests.
13 Estimates of the 10git model corroborated these results.
14 This effect is measured by the coefficient of1712 (0.00004).
IS This effect is measured by the coefficient of PrAR DummyltPCI"TVIlli, which is -o.00XXX0021.
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The second equation in Table 0.4 models the effect of PI'AR on ratings

during the access period. In this case, the coefficient of the.PrAR Dummy is 0.0339,

indicating that the first-order effect of PrAR was much larger than it was for all
three programming periods. Hence, PrAR increased independent station ratings

3.39 ratings points during the access period each and every year post-PrAR period.

The full impact of PrAR involved second-order effects that were similar to but more

simple than those found above. Specifically, PrAR's positive effect declined as

markets grew in size and wealth,16 again because the average independent station

relied less upon PrAR for its ratings as markets get larger and more wealthy. This

decline with market size diminished, but did not eliminate, the positive effect of

PrAR Specifically, the positive effects of PI'AR during the access period were

16 Again, the effect is measured by the coefficient of PfAR DummytPCI"TVlffi, which is, in this case,
-o.OO()(XX)35()l.
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Table D.4
Analysis Of The Ratings Of An Average Station

Equation Estimated

AVRA1STA = F(PCI"1VHH, %CAB, Nind, PfAR Dummy, 171, 1711
, 1713

,

PfAR Dummy*PCI"TVHH, PI'AR Dummy*Nind)

Estimated Regression Coefficients

~ PCrTYHH O/OCAB PIARDummy ..lZl2_ PfAR DununytPCrTYHH ..Nind

.034 5"10-7 -.0193 .0152 4"10-5 -3"10-7 -.006

(19.32) (10.41) (-3.06) (7.56) (4.87) (-5.77) (-13.42)

R1=.20 F=4S.02 N=I065

.041 5.9*10-7

(14.57) (7.54)

-.018

(-3.52)
.034

(9.87)

F=113.82

-3.5"10-7

(-4.00)

N=355

-.008
(-14.36)
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found in all markets and all years except for the largest market, New York Gty, in

1987 and 1993.

In light of this discussion, we see that in order to understand the full effects of

PTAR over time and over markets, we must sum the first~rder and second~rder

effects. This is done in Table 0.5, where we predict the ratings of an average

independent station with and without PTAR17 The effects of PTAR are tracked over

time and for the following three "synthetic" marketsl8 based. upon the measure of

market size (i.e., the product of PO and TVHH):

• The average market;

• The smallest market; and

• The largest market.

Notice that for all three programming periods, PTAR inaeased average

station ratings by anywhere from l.()4 ratings points to 278 ratings points in the

average sized market. These effects were considerably larger for the smallest market,

increasing average station ratings by 1.34 to 3.30 ratings points. For the largest

market, the effect of PfAR was modestly negative over 1971 to 1993. The impact of

PTAR in all three markets increased for the most part through 1993.

17 This calculation is performed as follows. Assume that the estimated regression takes the fol'Ult P..
=a x.... + b .l..t + c PTAR Dummy1M + d 171. Assume further that x.... is the measure of market size
(PCI"TVHH) in market m and year t, and .l..t includes all other 1lCII\-PrAR variables (e.g., %CAB...
Nind.J in the regression Given values of x... and z.. for market m and year 1;, the average rating
induced byPTARmlallotherfactorsisP..: = ax,.. + b z"" + cPTAR Dummy.. + d T'71. Theaverage
rating that would have occurred absent PTAR is p.... =a x,.. + b z..., since absent PTAR, PTAR
DummY..,=0 for all m and t and T'71 = 0 for all t. The net or incremental impact of PTAR is therefore
p..: -pmt••

18 The three markets are synthetic in the sense that they do not embody actual data. for the actual
markets. Rather, the markets are designed to measure the greatest variation pa;sible in the effects of
PTAR due to market size alone.

More specifically, using the notation of the preceding footnote, in each year the average
market is defined by the mean values of B11 socioeconomic variables x... and z..., including market size
(PCI"TVHH). The smallest and largest markets are defined by the smallest and largest size values
(PCI"TVHH) for that year, in addition to the mean values of all mber socioeconomic variables.
Hence, variations in the measure of market size are the only descriptors that vary over the three
markets.
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For the access period, PTAR increased average station ratings in the average

sized market by anywhere from 24 to 28 ratings points. As above, these effects

were considerably larger for the smallest market, increasing average station ratings

by 3.00 to 3.20 ratings points. For the largest market, the effect of PI'AR was mixed,

sometimes being positive and sometimes being modestly negative. In the access

period, the impact of PI'AR on all three markets diminished through 1993.

In order to better understand the distribution of PTAR's positive effects
across markets of varying size, Table 0.6 elaborates upon the results in Table 0.5.

Specifically, Table 0.6 calculates the net impact of PfAR over time for each of the 30

sample markets.19 The impact is measured in tenns of average station ratings for the

access period.

The Table indicates that the effect of PTAR was uniformly positive over all

~ in all markets. except the single largest market, New York Oty. Within New

York City, the effect of PTAR was positive for all of Period 2 and only became

modestly negative in 1987. Hence, even when we account for the decline in the

positive impact of PTAR as markets increase in size, we find that the impact has
become negative only for New York Oty and only recently.20 The positive effect

remains substantial for all other markets in the top 30 markets.

19 Because the purpose of this Table is to better clarify the effects of market size, thecalcuIation is the
same as described in footnotes 16 and 17. The values of all socioeconomic variables gJ;hc[ than
market size are set to the mean values for that year, while actual market size (PCI"1'Vffii) is included.
for each market.

Some care must be exercised in interpreting the results because different dties may appear in
a given market rank over time.
20 When we analogously cakulate the overall effects of PfAR for all three programming periods, the
effect is positive for all markets except New York Cty, which reveals a modest negative effect for all
years 1971-1993.
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Incremental Effect of PTAR By Year

All Programming Periods

1966 1967 1968 1969 1970 1971 1972 1973 1974 1975 1976 1979 1987 1993
Average Size Market W/PTAR 0.03264316 0.031767 0.030698189 0.030652 0.029914 0.041185 0.041529 0.039543 0.039884 0.039342 0.041362 0.042315 0.035718 0.041309

W/OPTAR 0.03264316 0.031767 0.030698189 0.030652 0.029914 0.030721 0.031145 0.029191 0.029198 0.028349 0.03002S 0.029838 0.016622 0.01346
Incremental Effect 0 0 0 0 o 0.010464 0.010384 0.010352 0.010687 0.010993 0.011337 0.012477 0.019096 0.027849

Smallest Market WIPTAR 0.02681233 0.0257215 0.024879553 0.024797 0.024423 0.039217 0.039534 0.037398 0.037782 0.037243 0.039276 0.039674 0.032562 0.037879
W/OPTAR 0.02681233 0.0257215 0.024879553 0.024797 0.024423 0.025797 0.026152 0.023826 0.023938 0.023097 0.024808 0.023233 0.008728 0.00488

Incremental Effect 0 0 0 0 0 0.01342 0.013381 0.013573 0.013844 0.014146 0.014468 0.016441 0.023834 0.032999

Largest Market WIPTAR 0.05806365 0.060485 0.061825155 0.062668 0.063639 0.054776 0.056266 0.054282 0.054191 0.053929 0.055802 0.057089 0.055045 0.062192

W/OFrAR 0.05806365 0.060485 0.061825155 0.062668 0.063639 0.064717 0.068008 0.066061 0.064987 0.064836 0.066146 0.066796 0.064969 0.065699
Incremental Effect 0 0 0 0 o -{).00994 -{).01174 -{).01178 -{).0108 -{).01091 -0.01034 -0.00971 -0.00992 -0.00351

~

Access Period ~-~
Average Size Market WIPTAR 0.03737135 0.0363358 0.034888773 0.034735 0.033866 0.063199 0.063483 0.061576 0.06131 0.060168 0.062465 0.06145 0.043901 0.039664 l:j

W/OPTAR 0.03737135 0.0363358 0.034888773 0.034735 0.033866 0.03488 0.035397 0.033759 0.03343 0.03235 0.03476 0.034512 0.018946 0.015703 .
til

Incremental Effect 0 0 0 0 o 0.028318 0.028087 0.027817 0.02788 0.027818 0.027705 0.026938 0.024955 0.023961

Smallest Market WIPTAR 0.0305048 0.0292163 0.028036586 0.02784 0.0274 0.060825 0.061077 0.05899 0.058775 0.057636 0.05995 0.058266 0.040096 0.035529

W/OPTAR 0.0305048 0.0292163 0.028036586 0.02784 0.0274 0.029082 0.029517 0.02744 0.027236 0.026165 0.028615 0.026733 0.00965 0.005599

Incremental Effect 0 0 0 0 o 0.031744 0.03156 0.03155 0.031539 0.031471 0.031335 0.031533 0.030447 0.02993

Largest Market WIPTAR 0.06730722 0.0701548 0.071544749 0.072438 0.073582 0.079586 0.081252 0.079348 0.078561 0.077755 0.079876 0.079264 0.067205 0.064845

W/OPTAR 0.06730722 0.0701548 0.071544749 0.072438 0.073582 0.074915 0.078807 0.077178 0.075577 0.075318 0.077297 O.o7803S 0.07S881 0.077221

Incremental Effect 0 0 0 0 0 0.00467 0.002445 0.00217 0.00298S 0.002437 0.002579 0.001229 -{).00868 -{).01238



Incremental Effect of PTAR by Year
Access Period

1971 1972 1973 1974 1975 1976 1979 1987 1993
Market 1 0.0047 0.0024 0.0022 0.0030 0.0024 0.0026 0.0012 -0.0087 -0.0124
Market 2 0.0191 0.0180 0.0177 0.0174 0.0171 0.0157 0.0129 0.0078 0.0069
Market 3 0.0219 0.0211 0.0203 0.0203 0.0207 0.0208 0.0189 0.0165 0.0152
Market 4 0.0250 0.0245 0.0241 0.0242 0.0241 0.0239 0.0227 0.0194 0.0180
MarketS 0.0275 0.0268 0.0267 0.0267 0.0266 0.0233 0.0215 0.0178 0.0161
Market 6 0.0276 0.0249 0.0247 0.0243 0.0240 0.0265 0.0255 0.0216 0.0210
Market 7 0.0254 0.0270 0.0266 0.0269 0.0269 0.0265 0.0257 0.0248 0.0214
Market 8 0.0283 0.0282 0.0280 0.0274 0.0273 0.0268 0.0263 0.0248 0.0238
Market 9 0.0288 0.0280 0.0276 0.0281 na 0.0280 0.0273 0.0235 0.0243
Market 10 na na na 0.0295 0.0294 0.0291 0.0280 0.0268 0.0253

Market 11 0.0301 0.0296 0.0294 0.0293 0.0294 0.0293 0.0287 0.0267 0.0256 ~
Market 12 0.0313 0.0301 0.0299 0.0300 0.0301 0.0294 0.0280 0.0269 0.0259 ~
Market 13 0.0312 0.0303 0.0300 0.0300 0.0299 0.0296 0.0289 0.0269 0.0244 -~
Market 14 0.0304 0.0307 0.0304 0.0301 0.0299 0.0300 0.0293 0.0280 0.0256 0Market 15 na 0.0307 0.0303 0.0301 0.0303 0.0299 0.0296 0.0267 0.0280

~
Market 16 0.0306 0.0308 0.0307 0.0305 0.0306 0.0303 0.0297 0.0282 0.0277

Market 17 0.0317 0.0309 0.0305 0.0309 0.0310 0.0307 0.0289 0.0282 0.0276
Market 18 0.0310 0.0307 0.0307 0.0304 0.0303 0.0300 0.0302 0.0282 0.0277
Market 19 0.0312 0.0309 0.0308 0.0307 0.0307 0.0307 0.0302 0.0284 0.0282
Market 20 na 0.0314 0.0312 0.0309 0.0309 0.0307 na 0.0292 0.0275

Market 21 0.0312 0.0311 0.0300 0.0310 0.0309 0.0308 0.0300 0.0293 0.0288

Market 22 0.0310 0.0314 0.0312 0.0314 0.0311 0.0309 0.0305 0.0289 0.0283
Market 23 0.0316 0.0315 0.0314 0.0312 0.0312 0.0308 0.0306 0.0284 0.0293
Market 24 0.0317 0.0315 0.0312 0.0311 0.0312 0.0310 0.0306 0.0299 0.0291

Market2S 0.0315 0.0313 0.0314 0.0312 0.0312 0.0310 0.0308 0.0296 0.0280
Market 26 na 0.0315 0.0313 0.0313 0.0315 0.0311 0.0306 0.0300 0.0290
Market 27 0.0317 0.0316 na 0.0311 0.0315 0.0313 0.0308 0.0303 0.0292
Market 28 na na 0.0315 0.0315 0.0311 0.0313 0.0310 0.0301 0.0296

Market 29 0.0317 0.0315 0.0312 na nil 0.0313 0.0312 0.0304 0.0298

;;? Market 30 0.0317 na na na na na 0.0315 0.0302 0.0299
OCI

('1)

CJl
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IV. ANALYSIS OF1iIEEFFEcrs OF1'HE REPEAL OF PTAR

Because all statistical and econometric analysis makes use of existing data, the

estimation process must always summarize economic effects that occurred in the

past.

Our analysis proceeds in this fashion, focusing upon the historical period

1966-1993. Section n provided an overview of the historical period using sample

means of indePendent station perfonnance, by year and by Period (1-3). These
sample means dictate the broad conclusion that PTAR had positive short-run and

long-ron impacts upon indePendent station perfonnance. Section ill provided a

more detailed characterization of the short-ron and long-ron impacts of PTA&. This

more detailed characterization allowed us to measure the impacts of other factors

upon station perfonnance, thereby separating and estimating the impact of PTAR,

net of changes in the structure of the industry. The conclusions of the econometric

analysis confirm (and expand upon) the conclusions of Section n. PTAR had

positive short-ron and long-ron impacts upon station perfonnance, net of the

important structural changes in the industry.

While analysis of the 1966 through 1993 period is important, the primary

purpose of this effort is future-oriented. It is to predict, as accurately as possible, the

economic impacts of the repeal of PTAR. In order to make the analysis future

oriented while exploiting data that summarize the past, we have specified and

estimated descriptive econometric models that explain the simultaneous effects of

PTAR and other measures of economic activity and industrial structure. These

models identify the current impact of PTAR, netting out changes in market

structure. These resulting estimates of net impacts have been presented in Tables

D.5and D.6.

Because the econometric models allow us to estimate the impact of PTAR

while accounting for structural changes in the market, these models also allow us to

estimate the impacts of the repeal of PI'AR given the changes that have occurred in

the market since 1971.
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21 This trend begins in 19'73 because cable penetration was essentially IlOlleXi;tent before that year.

Specifically, we have described our model generically as

Page 59PTAR Economic Analysis

Equation (D.l)

Using the estimated regression equation in Table D.4, we can estimate the

future impacts of PfAR and its repeal, taking account of these other factors. Table

C.7 presents such estimates. The future impacts on average station ratings for the

access period are predicted under both scenarios in all 30 markets. The forecasts are

for the 1995-2004 period. These estimates assume that each of the top 30 markets

continues to grow in size (specifically, PCI"TVHH) as they grew over the 1966-1993

period. Likewise, cable penetration by market is assumed to grow at the same pace

as exhibited over 1973-1993.21 For this comparison, we do not assume any change in

the number of independent stations in each market.

These other factors continue to influence the current impact of PfAR and will .

influence the future impact of PTAR and its repeal.

where Pmt is the performance measure in market m and time period t, which ba&
hem and will continue to be affected by the existencE of PfAR (PfAR Dummy..), in
addition to all other factors affecting the structure and perfonnance within broadcast

markets 0\ and Z,J. The other factors that have affected the impact of PfAR over

time and markets have been identified in Table D.4. For example, in the second

regression of Table D.4, we found that the positive impact of PfAR diminished as

markets became larger and more wealthy. Hence, while positive, the net impact of

PfAR in Table D.6 was less in 1993 relative to 1971 for all markets precisely because

all markets had become larger and more wealthy over the historical period.

Likewise, increased competition from cable and other independent stations affected

(diminished) the positive impact of PfAR.



Given these trend assumptions, the average station ratings are predicted for

each market under the following assumptions:22

• PTAR remains intact and unchanged; and

• PTAR is repealed

The predictions are made for all programming periods (panel A of Table 0.7) and

for the access period (panel B of Table 0.7).

The results indicate the following. For all programming periods, the repeal

of PTAR will have a negative effect upon the ratings of the average independent

station in all markets over the 1995-2004 period. The size of the negative effect will

vary over time and across markets, and increases as the markets become smaller.

For the access period, the repeal of PTAR will have a negative impact upon

average station ratings for all but the largest market, New York Oty. As above, the

size of the negative impact increases as the markets become smaller.

22 Using the regression equation in footnote 16, we have PIl\t =a x"" + b z... + c PIAR DummYm. + d
T'71. The stated. assumptions regarding trends in market size, cable penetration and the number of
indeperoent stations fix the variables x... and Z. for all markets m and all years t =1995-2004.

Given these values ofX.; and z..., the average rating induced by PIAR in the future is Pm: =a
x"" +b z... + c PIAR Dummym' + d 171, where PfAR Dummymt remains 1 and T'71 Continues to grow
from 1971.

The average ratings that will occur with the repeal of PIAR in 1995 are calculated as follows.
Given repeal, PIAR DummYm. = 0 for all m and all t = 1995-2004 and the time effects of PIAR will
disappear (I'71 =0 for all t). Hence, with repeal, performance is calculated as Pm,' =a x",t + b z.."
which is analogous to Pm.· in footnote 16.

The net or incremental impact of the repeal of PIAR is therefore Pmt' - Pmt·'
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Table D.7
Incremental Effects of PTAR, By Year

All Time Periods

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004
WIPTAR Market 1 0.0646296 0.066fm4 0.0690611 0.ll714113 0.0738504 0.0763718 0.0789931 0.0816958 0.0844856 0.0873621

Market 2 0.0494624 0.0515285 0.0536847 0.0S59303 0.0582648 0.0606876 0.0631983 0.0657964 0.0684816 0.0712536
Market 3 0.0333701 0.035217 0.037274 0.0393603 0.0415356 0.0437992 0.0461506 0.0485896 0.0511156 0.0537283
Market 4 0.0455185 0.0474361 0.0494437 0.0515407 0.0537266 0.0S60009 0.058363 0.0608126 0.0633492 ll.06S9726
Market 5 0.0308416 0.0328934 0.03S0353 0.0372665 0.0395866 0.041995 0.0444914 0.0410752 0.0497461 0.052S036
Market 6 0.038193 0.0400709 0.0420388 0.0440961 0.0462423 0.0484768 0.0S07992 0Jl532091 0.055706 0.0S82897
Market 7 0.0505511 0.Q523875 0.0543138 0.0563296 0.0584343 0.0606273 0.0629082 0.0652766 0.067732 0.0702741
MarketS 0.0403579 0.042211 0.044154 0.0461865 0.0483079 0.0505176 0.0528152 0.0552002 0.0576723 0.0602312
Market 9 0.0445716 0.0464336 0.048385S 0.0504268 0.0S2SS71 0.0547756 0.0570821 0.059476 0.061957 0.0645247
Market 10 0.0513417 0.Q531962 0.0551407 0.0571747 0.1JS92975 0.0615087 0.0638077 0.0661942 0.0686678 0.ll712281
Market 11 0.0434932 0.04S346S 0.0472899 0.0493227 0.0514443 0.0536543 0.0559522 0.0S83376 0.06081 0.0633691
MarketU 0.0428365 0.0446966 0.0466468 0.0486863 0.0508148 0.0530315 0.0SS3362 0.0S77283 0.0602075 0.Q627734
Market 13 0.0421571 0.0440396 0.0460121 0.0480741 0.0502249 0.0524641 0.0547912 0.0S720S7 0.0S97073 0.0622956
Market 14 0.051376 0.0532305 0.0551751 0.0572091 0.0593319 0.0615431 0.0638422 0.0662288 0.0687024 0.0712627
Market 15 0.0472663 0.0490861 0.0509959 0.052995 0.0550831 0.0572595 0.0595238 0.0618755 0.0643143 0.0668399
Market 16 0.0345648 0.0363892 0.0383036 0.0403075 0.0424002 0.0445813 0.0468S02 0.0492066 0.0516501 0.0541803
Market 17 0.0456598 0.0474896 0.0494094 0.0514187 0.0535168 0.0557032 0.0579776 0.0603394 0.0627883 0.0653238
Market 18 0.0388647 0.0406844 0.0425941 0.0445933 0.0466813 0.0488577 0.051122 0.0534737 0.0559125 0.058438
Market 19 0.0477378 0.0495517 0.0514556 0.0534489 0.0SSS311 0.0577016 0.05996 0.06230S9 0.0647388 0.0672585
Market 20 0.0491041 0.0509309 0.0528477 0.054854 0.0569491 0.0591325 0.0614039 0.0637627 0.0662085 0.0687411
Market 21 0.0369458 0.0387456 0.04063S4 0.0426146 0.0446827 0.0468391 0.0490834 0.0514152 0.053834 0.0S633%
Market 22 0.0538835 0.0SS6938 0.0S75942 0.059584 0.0616627 0.0638297 0.0660845 0.0684269 0.0708563 0.0733724
Market 23 0.0386166 0.0404242 0.0423218 0.0443089 0.0463848 0.048549 0.0S08012 0.0531408 0.0555675 0.0580808
Market 24 0.0375652 0.0393503 0.0412254 0.0431899 0.0452434 0.0473851 0.0496148 0.0519319 0.0S43361 0.0S68269
Market 25 0.0427519 0.0445675 0.0464731 0.0484681 0.0S05S2 0.0527242 0.0549843 0.0573319 0.0597665 0.0622879
Market 26 0.04091 0.0427034 0.044S867 0.0465595 0.0486212 0.0507712 0.0530091 0.0553345 0.0577469 0.060246
Market 27 0.0S90834 0.0608742 0.062755 0.0647253 0.0667844 0.0689319 0.0711673 0.0734901 0.ll759 0.0783965
Market 28 0.0484078 0.0S02013 0.0520848 0.0S40S77 0.0561194 0.0582696 0.0605076 0.062833 0.0652456 0.0677448
Market 29 0.0464086 0.0481838 0.Q5O()&91 0.0520038 0.0S40473 0.0561792 0.0S8399 0.0607062 0.0631005 0.06SS815
Market 30 0.0518533 0.053632 0.OSSSOO7 0.0574589 0.0595059 0.0616413 0.0638645 0.0661752 0.068573 0.0710575

W/OPTAR Market 1 0.0653099 0.0661008 0.0669017 0.0677118 0.0685307 0.0693579 0.0701929 0.0710352 0.0718846 0.0727405

Market 2 0.0344897 0.0350189 0.0355581 0.0361066 0.0366639 0.0372295 0.0378028 0.0383835 0.0389712 0.0395655
Market 3 0.0100474 0.0101783 0.0103192 0.0104695 0.0106285 0.0107957 0.0109708 0.0111532 0.0113426 0.0115386
Market 4 0.0196246 0.0197822 0.0199498 0.0201266 0.0203123 0.0205062 0.0207079 0.020917 0.021133 0.0213557
Market 5 0.0077615 0.0082548 0.0087581 0.0092707 0.0097921 0.0103218 0.0108592 0.0114Q.1 0.0119558 0.0125141
Market 6 0.0097806 0.0098389 0.0099071 0.0099846 0.0100709 0.0101655 0.0102678 0.0103775 0.0104942 0.0106175

Market 7 0.0202483 0.0202027 0.0201671 0.0201408 0.0201232 0.0201139 0.0201124 0.0201183 0.0201312 0.0201506
Market 8 0.0093923 0.0093885 0.0093946 0.00941 0.0094342 0.0094667 0.009507 0.0095546 0.0096092 0.0096704

Market 9 0.013641 0.0136594 0.0136877 0.0137253 0.0137717 0.0138263 O.oI38888 0.0139586 0.0140354 0.0141188

Market 10 0.01884 0.0188398 0.01884% 0.0188687 0.0188965 0.0189327 0.0189766 0.0190279 0.0190861 0.019151

Market 11 0.0108666 0.0108636 0.0108704 0.0108866 0.0109116 0.0109448 0.0109858 0.0110341 0.0110895 0.0111514

Market 12 0.009921 0.0099349 0.0099587 0.0099918 0.0100337 0.0100839 0.0101418 0.0102071 0.0102794 0.0103583

Market 13 0.0101254 0.0101953 0.0102752 0.0103643 0.0104623 0.0105685 0.0106825 0.0108039 0.0109322 O.oI10672

Market 14 0.0182291 0.0182291 0.0182389 0.0182581 0.018286 0.0183222 0.0183662 0.0184176 0.0184759 0.0185409

Market 15 0.0130657 0.0129785 0.0129013 0.0128335 0.0127744 0.0127235 0.0126805 0.0126448 0.0126161 0.012594

Market 16 0.0001426 6.713E..o5 1.624E..Q6 -5.456E..o5 -0.000102 ..0.0001411 ..0.0001725 ..0.0001965 ..0.0002135 -0.0002239

Market 17 0.0113412 0.Ql12792 0.Ql12272 0.Q111845 0.0111505 0.0111249 0.011107 0.0110964 0.0110929 0.0110959

Market 18 0.0043379 0.0042508 0.0041735 0.0041056 0.0040464 0.0039955 0.0039524 0.0039167 0.0038879 0.0038658

Market 19 0.0127129 0.0126111 0.0125192 0.0124366 0.0123628 0.0122973 0.0122395 0.0121892 0.0121458 0.012109

Market 20 0.0144035 0.014334 0.0142744 0.0142242 0.0141827 0.0141495 0.0141241 0.0141061 0.014095 0.0140906

Market 21 0.0014569 0.0013198 0.0011927 0.0010749 0.0009658 0.000865 O.ooom 0.()()()68(H 0.0006077 0.0005357

Market 22 0.0186724 0.0185617 0.018461 0.0183697 0.018287 0.0182127 0.0181461 0.0180869 0.0180347 0.0179891

Market 23 0.0031424 0.0030249 0.0029174 0.0028191 0.0027296 0.0026484 0.002575 0.0025089 0.0024499 0.0023974

Market 24 0.0014809 0.0013071 0.0011432 0.0009887 0.000843 0.0007055 0.0005758 0.0004535 0.0003381 0.0002294
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Table D.7
Incremental Effects of PTAR, By Year

Market2S 0.0075027 0.0074051 0.0073175 0.0072392 0.00716% 0.0071084 0.0070549 0.0070087 0.0069696 0.006937
Markd26 0.0049<U4 0.0047513 0.004608 0.0044742 0.004349 0.0042322 0.0041231 0.0040214 0.0039267 0.0038386
Market 27 0.0228277 0.0226682 0.0225186 0.0223784 0.0222469 0.0221237 0.0220083 0.0219002 0.0217991 0.0217047
Market 28 0.0121552 0.0120023 0.0118594 0.0117258 0.0116009 0.0114843 0.0113755 0.0112741 0.0111797 0.0110918
Market 29 0.0096708 0.0094724 0.0092838 0.0091046 0.0089342 0.008772 0.0086176 0.0084706 0.0083306 0.0081971
Markd30 0.0151576 0.0149678 0.014788 0.0146175 0.0144557 0.0143023 0.0141566 0.0140182 0.0138869 0.0137622

btcremenW Market 1 0.0007 ~.ooo7 -0.0022 -0.0037 -0.0053 -0.0070 ~.0088 -0.0107 -0.0126 -0.0146
Effect Market 2 -0.0150 ~.0165 -0.0181 -0.0198 -0.0216 -0.0235 ~.02S4 -0.0274 -0.0295 -0.0317
<W/O-Wl Market 3 -0.0233 -0.0251 -0.0270 -0.0289 -0.0309 -o.Q330 ~.0352 -0.0374 -o.ll398 -0.0422

Market 4 -0.0259 ~.0277 -0.0295 -0.0314 -0.0334 -0.0355 -0.0377 -0.0399 -o.Q422 -0.0446
Mark~\5 -0.0231 ~.0246 -0.0263 -0.0280 -0.0298 -0.0317 ~.0336 -0.0357 -0.0378 -0.0400
Market 6 ~.0284 ~.0302 -0.0321 -0.0341 -0.0362 -0.0383 ~.0405 -0.0428 -0.0452 -0.0477
Market 7 ~.0303 ~.0322 -0.0341 -0.0362 ~.0383 -0.0405 -0.0428 -0.0452 -o.Q476 -0.0501
Market 8 -0.0310 -0.0328 -0.0348 -0.0368 -0.0389 -0.0411 -0.0433 -0.0456 -0.0481 -0.0506
Market 9 -0.0309 -0.0328 -0.0347 -0.0367 -0.0388 -0.0409 -0.0432 -0.0455 -0.0479 -0.0504
Market 10 -0.0325 -0.0344 -0.0363 -0.0383 -0.0404 -0.0426 -0.0448 -0.0472 -0.04% -0.0521
Market 11 -0.0326 -0.0345 -0.0364 -0.0384 -0.0405 -0.0427 -0.0450 -0.0473 -0.0497 -0.0522
MarketU -0.0329 -0.0348 -0.0367 -0.0387 -0.0408 -0.0429 ~.0452 -0.0475 -0.0499 -0.0524
Market 13 -0.0320 -0.0338 -0.0357 -0.0377 -0.0398 -0.0419 -0.0441 -0.0464 -0.0488 -0.0512
Market 14 -0.0331 -0.0350 -0.0369 -0.0390 -0.0410 -0.0432 -0.0455 -0.0478 -0.0502 -0.0527
Market 15 -0.0342 -0.0361 -0.0381 -0.0402 -0.0423 -0.0445 -0.0468 .a.0492 .a.0517 .a.0542
Marketl6 -0.0344 -0.0363 -0.0383 -0.0404 -0.0425 -0.0447 -0.0470 -0.0494 -0.0519 -0.0544
Marketl7 -0.0343 -0.0362 -0.0382 -o.Q402 -0.0424 -0.0446 -0.0469 -0.0492 -0.0517 -0.0542
Marketl8 -0.0345 -0.0364 -0.0384 -o.Q405 -0.0426 -0.0449 -0.0472 -0.04% -0.0520 -0.0546
Marketl9 -0.0350 -0.0369 -0.0389 -0.0410 -0.0432 -0.0454 -0.0477 -0.0501 -0.0526 -0.0551
Market 20 -0.0347 -0.0366 -0.0386 -0.0406 -0.0428 .a.045O -0.0473 -0.0497 -0.0521 -0.0547
Market2l -0.0355 -0.0374 -0.0394 -0.0415 -0.0437 -0.0460 -0.0483 -0.0507 -0.0532 -0.0558
Market 22 -0.0352 ~.0371 -0.0391 -0.0412 -0.0434 -0.0456 -0.0479 -0.0503 -0.0528 -o.Q554
Market 23 -0.0355 -0.0374 -o.om -0.0415 -0.0437 -0.0459 -0.0482 -0.0506 -0.0531 -0.0557
Market 24 -0.0361 .a.0380 -0.0401 -0.0422 -0.0444 -0.0467 -0.0490 -0.0515 -o.OS4O -0.0566
Market 25 -0.0352 ~.0372 -0.0392 -0.0412 -0.0434 -0.0456 -0.0479 -0.0503 -0.0528 -0.0554
Market 26 .a.036O ~.0380 -0.0400 .a.0421 .a.0443 -0.0465 -0.0489 -0.0513 .a.Q538 -0.0564
Market 27 -0.0363 -0.0382 -0.0402 -0.0423 -0.0445 -0.0468 .a.0492 -0.0516 -0.0541 -0.0567
Market 28 -0.0363 -0.0382 -0.0402 -0.0423 -0.0445 -0.0468 -0.0491 .a.0516 -0.0541 -0.0567

Market 29 -0.0367 -0.0387 -0.0408 -0.0429 -0.0451 -0.0474 -0.0498 -0.0522 -0.0548 -0.0574
Market 30 -0.0367 -0.0387 -0.0407 .a.0428 .a.0451 -0.0473 -0.0497 -0.0522 -0.0547 -0.0573
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Table D.7
. Incremental Effects of PTAR, By Year

Access Period

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004
WIPTAR M&rket1 0.0634681 0.0631168 0.0639744 0.0642405 0.0645146 0.064'1961 0.0650847 0.0653799 0.0656815 0.065989

M&rket2 0.0439055 0.0440281 0.0441596 0.0442996 0.0444475 0.0446029 0.0447654 0.0449345 0.04511 0.0452914
M&rket3 0.022447 0.0223776 0.0223171 0.0222651 0.0222211 0.0221845 0.022155 0.0221321 0.0221156 0.022105
M&rket4 0.0408185 0.040'1919 0.0407443 0.lM07051 0.0406739 0.0406502 0.0406335 0.0406235 0.0406198 0.0406222
M&rket5 0.0202055 0.0203108 0.020425 0.0205477 0.0206783 0.0208164 0.0209616 0.0211134 0.0212715 0.0214357
M&rket6 0.0310131 0.1009086 0.0308131 0.0307261 0.030647 0.03057S3 0.0305108 0.0304529 0.0304013 0.0303557
M&rket7 0.0472228 0.0470682 0.0469227 0.0467856 0.0466564 OJM65348 0.0464201 0.0463122 0.0462106 0.0461149
M&rket8 0.0324635 0.032329 0.0322036 0.0320867 0.0319776 0.0318761 0.0317816 0.0316938 0.0316123 0.0315368
M&rket9 0.0389843 0.0388606 0.0387458 0.0386396 0.0385412 0.0384504 0.0383666 0.0382894 0.0382186 0.0381538
M&rket10 0.0474993 0.0473667 0.047243 0.0471278 0.04'70205 0.0469207 0JM6828 0.046742 0.0466622 0.0465885
M&rketll 0.0376686 0.0375345 0.0374095 0.0372929 0.0371842 0.037083 0.0369889 0.0369014 0.0368203 0.0367451
M&rketU 0.03'70161 0.0368902 0.0367733 0.0366649 0.0365644 0.0364714 0.0363854 0.0363061 0.0362332 0.0361662
M&rket13 0.0365774 0.0364785 0.0363887 0.0363072 0.0362338 0.0361678 0.0361088 0.0360565 0.0360106 o.o359?06
Market 14 0.0474014 0.0472688 0.0471452 0.04703 0.0469228 0.0468231 0.0467304 0.0466444 0.0465647 0.0464909
M&rket15 0.0434688 0.0432942 0.0431287 0.0429715 0.0428224 0.0426806 0.042546 0.042418 OJM22964 0.0421807
M&rket16 0.0265259 0.026357 0.026197 0.0260456 0.025902 0.0257659 0.0256369 0.0255146 0.0253986 0.0252885
Market 17 0.0419903 0.0418278 0.0416744 0.0415294 0.0413923 0.0412627 0.0411402 0.0410244 0.0409148 0.0408113
M&rket18 0.0303993 0.0302247 0.0300591 0.029902 0.0297528 0.029611 0.0294764 0.0293484 0.0292267 0.029111
M&rket19 0.0437311 0.0435494 0.0433768 0.0432126 0.0430563 0.0429075 0.0427658 0.0426307 0.042502 0.0423'192
M&rket20 0.04S0333 0.0448672 0.0447102 0.0445615 0.0444209 0.0442877 0.0441615 0.044042 0.0439289 0.0438217
M&rket21 0.0284692 0.0282705 0.0280809 0.0278997 0.0277264 0.0275606 0.0274019 0.0272498 0.0271041 0.0269644
Market 22 0.0519574 0.0517715 0.0515946 0.0514261 0.0512656 0.0511126 0.0509666 0.0508273 0.0506943 0.0505673
M&rket23 0.0326829 0.0324937 0.0323135 0.0321417 0.0319779 0.0318215 0.0316722 0.0315296 0.0313933 0.031263
M&rket24 0.0316087 0.0313923 0.031185 0.0309861 0.0307952 0.0306117 0.0304353 0.0302655 0.0301021 0.0299447
Market 25 0.0391707 0.0389911 0.0388205 0.0386583 0.0385041 0.0383573 0.0382177 0.0380847 0.03'1958 0.0378373
M&rket26 0.0346537 0.0344474 0.03425 0.034061 0.03388 0.0337065 0.03354 0.0333802 0.0332267 0.0330792
M&rket27 0.056458 0.0562486 0.0560481 0.0558561 0.055672 0.0554955 0.0553259 0.0551631 0.0550065 0.054856
Market 28 0.0440925 0.0438862 0.043689 0.0435002 0.0433193 0.0431459 0.0429'196 0.0428199 0.0426666 0.0425192
M&rket29 0.0421849 0.0419567 0.0417374 0.0415266 0.0413238 0.0411284 0.0409401 0.0407585 0.0405831 0.0404138
Market 30 0.049822 0.04959'19 0.0493829 0.0491763 0.0489776 0.0487864 0.0486023 0.0484249 0.0482537 0.0480886

W/OPTAR Market 1 0.0770247 0.0780412 0.0'190667 0.0801006 0.0811425 0.0821918 0.0832482 0.0843113 0.0853807 0.0864561
Market 2 0.039322 0.0400304 0.0407478 0.0414736 0.0422073 0.0429486 0.0436968 0.0444518 0.0452131 0.0459803

Market 3 0.0081868 0.0084261 0.0086745 0.0089312 0.0091% 0.0094682 0.0097474 0.0100333 0.0103256 0.0106238

Market 4 0.0236085 0.0238792 0.024159 0.0244471 0.0247432 0.0250468 0.0253575 0.0256748 0.0259984 0.026328

M&rketS 0.0062264 0.0068925 0.0075676 0.0082511 0.0089426 0.0096416 0.0103476 0.0110602 0.0117'192 0.0125042

M&rket6 0.0108545 0.0110082 0.0111709 0.0113421 0.Ql15212 0.0117077 0.0119014 0.0121017 0.0123083 0.0125209

M&rket 7 0.0248734 0.0249049 0.0249453 0.0249942 0.025051 0.0251153 0.0251866 0.0252646 0.025349 0.0254393

MarketS 0.009346 0.0094266 0.0095162 0.0096142 0.0097202 0.0098337 0.0099542 0.0100814 0.0102149 0.0103544

Market 9 0.0159074 0.0160141 0.0161298 0.016254 0.0163861 0.0165257 0.0166723 0.0168256 0.0169853 0.0171509

Market 10 0.0226016 0.0226865 0.0227804 0.0228828 0.0229931 0.0231109 0.0232357 0.0233672 0.023505 0.0236488

Market 11 0.0126263 0.0127078 0.0127982 0.0128972 0.013004 0.0131184 0.0132398 0.0133678 0.0135022 0.0136426

Market 12 0.0116389 0.0117403 0.0118508 0.0119697 0.0120965 0.0122308 0.0123721 0.0125202 0.0126745 0.0128349

Market 13 0.0122245 0.0123919 0.0125684 0.0127532 0.0129461 0.0131464 0.0133537 0.0135678 0.0137881 0.0140145

Market 14 0.0217561 0.0218411 0.0219351 0.0220376 0.022148 0.0222658 0.0223908 0.0225224 0.0226603 0.0228042

Market 15 0.0166023 0.0165848 0.0165762 0.0165762 0.0165841 0.0165994 0.0166218 0.0166509 0.0166863 0.0167277

M&rket 16 -0.0005973 -0.0006011 -0.0005958 -0.0005821 -0.0005605 -0.0005314 -0.0004952 -0.0004523 -0.0004032 -0.000348

M&rket 17 0.014987 0.0149992 0.0150203 0.0150498 0.0150873 0.0151323 0.0151844 0.0152431 0.0153081 0.0153791

M&rket 18 0.0031549 0.0031374 0.0031288 0.0031287 0.0031365 0.0031518 0.0031741 0.0032032 0.0032385 0.0032798

M&rket 19 0.0159093 0.0158745 0.0158487 0.0158313 0.0158219 0.01582 0.0158251 0.0158368 0.0158549 0.015879

Market 20 0.0175873 0.0175906 0.0176029 0.0176236 0.0176523 0.0176884 0.0177316 0.0177815 0.0178376 0.0178998

M&rket 21 0.0001097 3.338E-05 -3.395E-05 -9.283E-05 -0.0001438 -0.0001872 -0.0002236 -0.0002534 -0.0002768 -0.0002942
Market 22 0.0239199 0.0238747 0.0238385 0.0238107 0.0237909 0.0237786 0.0237733 0.0237747 0.0237824 0.0237961

M&rket 23 0.0043405 0.0042872 0.0042429 0.0042071 0.0041792 0.0041588 0.0041455 0.0041388 0.0041384 0.0041441

Market 24 0.0025592 0.0024397 0.0023291 0.002227 0.0021329 0.0020462 0.0019666 0.0018936 0.001827 0.l1017663
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Table 0.7
Incremental Effects of PTAR, By Year

Market 25 0.011089 0.0110592 0.0110384 0.011026 0.0110216 0.0110246 0.0110348 0.0110516 0.0110747 0.01ll038
Market 26 0.0056955 0.0056002 0.005514 0.0054362 0.0053663 0.0053039 0.0052486 0.0051999 0.0051576 0.0051213
Market 27 0.0272099 0.0271072 0.0270134 0.0269282 0.0268508 0.0267809 0.0267181 0.026662 0.0266122 0.0265684
Market 28 0.014848 0.014753 0.0146671 0.0145896 0.0145201 0.014458 0.014403 0.0143547 0.0143127 0.0142766
Market 29 0.0123782 0.0122295 0.0120899 0.0119588 0.0118355 0.Q117198 O.o116111 0.011509 0.0114133 0.0113236
Market 30 0.020064 0.0199256 0.0197962 0.0196753 0.0195623 0.0194568 0.0193583 0.0192666 0.0191811 0.0191016

Incremental Market 1 0.0136 0.0143 0.0151 0.0159 0.0166 0.0174 0.0182 0.0189 0.0197 0.0205
Effect Market 2 .{I.OO46 .{I.OO4O .{I.OO34 .{I.oo28 .{I.0022 .{I.OO17 .{I.OOll .{I.OOO5 0.0001 0.0007
(W/()..W) Market! .{I.014! .{I.Ol40 .{I.Ol36 .{I.ol33 .{I.ol30 .{I.0127 .{I.o124 .{I.Ol2l .{I.0118 .{I.0115

Market 4 .{I.Ol72 .{I.Ol69 .{I.0166 .{I.Ol63 .{I.o159 .{I.Ol56 .{I.Ol53 .{I.0149 .{I.0146 .{I.0143
MarketS .{I.Ol40 .{I.Ol34 .{I.0129 .{I.0123 .{I.o117 .{I.01l2 .{).Q106 .{I.0101 .{I.0095 .{I.OO89

Market 6 .{I.0202 .{I.Ol99 .{I.0196 .{I.Ol94 .{I.Q191 .{I.Ol89 .{I.Ol86 .{I.Ol84 .{I.0181 .{I.0178

Market 7 .{I.0223 .{I.0222 .{I.0220 .{I.0218 .{I.Q216 .{I.0214 .{I.Q212 .{I.0210 .{I.0209 .{I.0207

Market 8 .{I.0231 .{I.0229 .{I.0227 .{I.0225 .{I.0223 .{I.0220 .{I.Q218 .{I.0216 .{I.0214 .{I.0212

Market 9 .{I.0231 .{I.0228 .{I.0226 .{I.0224 .{I.0222 .{I.0219 .{I.Q217 .{I.0215 .{I.0212 .{I.0210

Market 10 -Q.0249 .{I.0247 .{I.0245 .{I.0242 .{I.0240 -Q.0238 .{I.Q236 .{I.0234 .{I.0232 .{I.0229

Market 11 .{I.025O .{I.0248 .{I.0246 .{I.0244 .{I.0242 .{I.0240 .{I.0237 .{I.0235 .{I.0233 .{I.0231

Market 12 .{I.0254 .{I.0251 .{I.0249 .{I.0247 .{I.0245 .{I.0242 .{I.Q240 .{I.0238 .{I.0236 .{I.0233

Marketl! .{I.0244 .{I.o241 .{I.0238 .{I.0236 .{I.om .{I.0230 .{I.0228 .{I.0225 .{I.0222 .{I.0220

Market 14 .{I.0256 .{I.0254 .{I.0252 .{I.0250 -0.0248 .{I.0246 .{I.0243 .{I.0241 .{I.0239 -0.0237

Market 15 .{I.0269 .{I.0267 .{I.0266 -0.0264 -0.0262 .{I.0261 .{I.0259 .{I.0258 .{I.0256 -0.0255

Market 16 .{I.0271 .{I.0270 .{I.0268 .{I.0266 -0.0265 -0.0263 .{I.0261 .{I.0260 .{I.0258 -0.0256

Market 17 .{I.0270 .{I.0268 .{I.0267 .{I.0265 -0.0263 -0.0261 .{I.0260 .{I.0258 .{I.o256 -0.0254

Market 18 .{I.0272 .{I.0271 .{I.0269 .{I.0268 -0.0266 -0.0265 -Q.0263 .{I.0261 .{I.0260 -0.0258

Market 19 .{I.0278 .{I.0277 .{I.0275 .{I.0274 -0.0272 -0.0271 -Q.0269 .{I.0268 .{I.0266 -0.0265

Market 20 .{I.0274 -0.0273 -0.0271 -0.0269 -0.0268 -0.0266 .{I.0264 .{I.0263 -0.0261 -0.0259

Market 21 .{I.0284 -0.0282 .{I.0281 -0.0280 -0.0279 -0.0277 -Q.0276 .{I.0275 -0.0274 -0.0273

Market 22 .{I.0280 -0.0279 .{I.0278 -0.0276 -0.0275 '{).0273 .{I.0272 -0.0271 '{).0269 -0.0268

Market 23 .{).0283 .{I.0282 .{I.0281 .{).0279 -0.0278 -0.0277 .{I.0275 .{I.0274 -0.0273 .{).0271

Market 24 .{I.0290 .{I.0290 .{I.0289 -0.0288 .{I.0287 .{).0286 -0.0285 .{I.0284 .{).0283 .{).0282

Market 25 .{I.0281 .{I.0279 .{I.0278 -0.0276 .{I.0275 .{).0273 -0.0272 -0.0270 -0.0269 .{).0267

Market 26 .{I.029O -0.0288 .{I.0287 -0.0286 .{I.0285 .{).0284 .{I.0283 -0.0282 -0.0281 -0.0280

Market 27 .{I.0292 -0.0291 .{I.0290 -0.0289 .{I.0288 .{).0287 .{I.0286 -0.0285 .{).0284 -0.0283

Market 28 .{I.0292 -0.0291 .{I.0290 .{).0289 .{I.0288 .{).0287 .{I.0286 .{I.o285 .{).0284 -0.0282

Market 29 .{I.0298 .{I.0297 .{I.0296 .{).0296 -0.0295 -0.0294 .{I.0293 -0.0292 -0.0292 .{).0291

Market 30 '{).0298 -0.0297 -0.0296 .{).0295 .{I.0294 .{).0293 .{).0292 -0.0292 -0.0291 .{).0290
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V. VARIABLE DEFINITIONS AND TECHNICAL IsSUFS

A. VARIABLE DEFINITIONS AND NOTATION

The variables are defined as follows.

Variable

Notation in Variable Definition and Notation in the Result

Equation (1) Tables 3-5 of the Text

Pmt The perfonnance measure of independent stations in market m and

year t, defined alternatively as:

• Nindmt the number of independent stations in market m and year t

• Pnindmt the percent of total independent stations operating in market m and

year t, where Pnindmt =Nindll/ Nindlll,l993.

• AVRAlSfA..m the rating of the average independent station in market m and

year t. The average is taken over all independent stations in market m and

year t for all weekdays in November of year t. The average is taken for the

access period (one half hour) and for all programming periods (three one half

hours).

• AVSUMRATmt the aggregate rating of all independent stations in market m

and year t. The average is taken over all weekdays in November of year t in

market m. The average is taken for the access period (one half hour) and for

all programming periods (three one half hours).

• >\, Zm The independent variables for market m and year t, including defined

as:

• Real per capita income: PCI.m
• TV Households (HH): TVHHmt

• Percentage of TVHH with cable: %CABmt

• Time (years) since implementation of PfAR, where
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1711 =0, t =1966-1970;

1711 =1, t =1971;

171 =2 t= 1972'I' ,

1711 = 23, t =1993.

• PTAR Dummy.Binary Variable summarizing the presence or absence
of PTAR in market m and year t

• PTAR Dummymt = 1 for all top 30 markets and years t = 1971-1993

• PTAR DummYml = 0, otherwise.

B. DATA SOURCES

The primary source of data for the means and econometric analyses is the

Arbitron data base described in Appendix C. The station and program SPeCific

information was augmented with information for each market on size, per capita

income, cable Penetration, and UHF penetration.

C: ISSUFS OF ECONOMETRIC SPECIFICATION

1. Altemative functional specifications

In Section ill, we give greater specificity to our regression equation,

Equation (0.1) PIIIIs = F('\, z"" PTAR Dummy..J.

The alternatives we use for F are the following:

F is linear

In this case, we have

Equation (0.2) Pmt =a')\ + b'z... + d PTAR DummYml + emt/

where eml summarizes all residual error.

PTAR Economic Analysis Page 66



In this case, we have
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Logistic

Linear:

Log (P",/(1-P,J) = a')\ +b'Zm + d PfAR DumrnYmt + emt.

PTAR Economic Analysis

Equation (D.5)

Equation (D.6)

Using these fonnulae for the weights, WLS estimators are calculated as

follows:

23 Because Pm' =1/(1 +exp(.), we have 1/Pmt =1 + exp(.) and (1-PmJ/Pm, =exp(.).
24 See, for example, G. S~ Maddala, Umited-Dependent and Oualitative Variables in Econometrics,
Cambridge University Press, 1983, pp. 28-30.

If the fonn of our dependent variable, Pmt' is continuous (it is measured as a

proportion), we shall estimate Equation (D.2) as follows23
:

2. Stochastic issues - weighted least squares estimation

The WLS weights are well established for these cases.2
• Let wmt denote the

relevant weight, each of which is fonnulated as follows:

F is nonlinear and logistic

Equation (D.4)

For the regression models described by Equations (D.2) and (D.3), we have

E(emt) = o. However, V(e,J# S2. Hence, OLS is unbiased but inefficient. Weighted

least squares (WLS) is required for efficiency.

Alternatively, if the form of our dependent variable, Pmt' is binary (it is measured as

either 0 or 1), we shall estimate Equation (D.3) using standard maximum likelihood

techniques.

Equation (D.3)


